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ABSTRACT 



Japan's rapidly aging population has become a top 



policy issue, especially as the increasing costs of pensions and 
medical care are debated. With the highest life expectancy on earth, 
the Japanese potentially face long periods of retirement, as well as 
the possibility of long periods of disability. Although family 
support of the elderly is thought to have been strong traditionally, 
the recent decline in co-residence with children is one indication 
that the way that support is given may be changing. This issue is of 
particular concern to the government, which wants to avoid any 
greater responsibility for the elderly than is necessary given the 
dramatic population aging yet to come. The government is also 
encouraging employers to provide more employment opportunities for 
thfe eldarly at the same time that it is trying to raise the 
eligibility age for receipt of public pensions. There is resistance 
on the part of employers, however, because wages and retirement 
allowances in Japan are positively related to length of employment. 
Furthermore, it is not clear whether elderly Japanese of the future 
will be as willing to work, if they learn to enjoy increased leisure 
early j.n their careers. Nevertheless, it is unlikely that population 
aging will lead to Japan's economic decline. Although the saving rate 
may decline somewhat, restructuring the economy and continued 
overseas investment should keep the economy growing in the long run. 
Important in both the care of the frail elderly and the continued 
growth of the economy will be the roles played by middle-aged 
Japanese women. The document provides background information useful 
to teachers preparing lessons in social studies. ( Author/ JB) 
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Abstract — Japan's rapidly aging population has become a top policy issue, especially as 
the increasing costs of pensions and medical care are debated. With the highest life 
expectancy on earth, the Japanese potentially face long periods of retirement, as well 
as the possibility of long periods of disability. Although family support of the elderly is 
thought to have been strong traditionally, the recent deciine in co-residence with 
children is one indication that the way that support is given may be changing. This 
issue is of particular concern to the government, which wants to avoid any greater 
responsibility for the elderly than is necessary given the drama'ic population aging yet 
to come. 

The government is also encouraging employers to provide more employment oppor- 
tunities for the elderly at the same time that it is trying to raise tfie eligibility age for 
receipt of public pensions. There is resistance on the part of employers, however, 
because wages and retirement allowances in Japan are positively related to length of 
employment. Furthermore, it is not clear whether elderly Japanese of the future will be 
as willing to work, if they learn to enjoy increased leisure early in their careers. 
Nevertheless, is is unlikely that population aging will lead to Japan's economic decline. 
Although the saving rate may decline somewhat, restructuring of the economy and 
continued overseas investment should keep the economy growing in the long run. 
Important in both the caie of the frail elderly and the continued growth of the economy 
will be the roles played by middle-aged Japanese women. 
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The Graying of Japan 

By Linda G. Martin 



Linda G. Martin is the Project Director of the 
National Academy of Sciences' Commitee on 
Population, Formerly she was a research as- 
sociate at the East-West Population Institute 
and associate professor of economics at the 
University of Hawaii a staff research director 
at the U. S. House of Representatives Select 
Committee on Population, and in 1988, was a 
Fulbright research scholar at Nihon University 
Population Research Institute in Tokyo. Hei- 
publications on Japan and aging include 
"Japanese Response to an Aging Labor 
Force, " Population Research and Population 
Review, 1982. "Mortality Decline and Japa- 
nese Family Structure," Population and De- 
velopment Review, 1983 (with Suzanne 
Culter), and "The Aging of Asia," Journal of 
Gerontology, 1988. 

Dr. Martin is grateful to the Japan- United 
States Educational Commission and the Em- 
ployee Benefit Research Institute for pro- 
viding financial support for this research, to 
Nihon University for hosting her recent stay in 
Japan, and for the continuing support of the 
East-West Center and the University of 
Hawaii. Toshio Kuroda, Naohiro Ogawa. 
Noriko Tsuya, Daisaku Maeda. Machiko 
Osawa. Hiroshi Kojima, Atsushi Seike, Alice 
Harris and her staff, and George C. l\/iyers. 
among many otfiers provided valuable advice 
and assistance. 

The population of Japan is aging faster 
than any on earth, a result of declining 
birth and death rates. The situation of the 
elderly of Japan is like the proverbial 
glass of water that is either half full or half 
empty, depending on whether the posi- 
tive or negative aspects of their lives are 
emphasized. In some ways, elderly Jap- 
anese are better off than the elderly of 
the other developed countries. They hold 
the position of "honorable elders," a re- 
flection of the Confucian precept of filial 
piety Japan even has a national holiday. 
Respect for the Aged Day, September 
1 Gth, when most offices and factories are 
closed. Furthermore, a relatively high 



proportion of elderly Japanese live with 
their adult children, which Is often cited 
as evidence of the reverence this country 
pays to the aged. 

However, it can also be argued that 
elderly Japanese are not really so well off 
and that the "ecstasy years" of old age 
are losing their rosy glow— if they truly 
ever had one. Among the more sen- 
sational evidence cited are the sup- 
posedly high rate of suicide among 
elderly Japanese and the existence of 
temples where the e 'eriy go to pray for a 
quick death. Also, in recent years, the 
number of activities for or honoring the 
elderly on their special day have been 
few and far between. For most Japanese, 
September 15th is just another holiday. 

The lives of elderly Japanese are 
changing considerably— for better or 
worse. For example, the proportion living 
with their children declined from 77 per- 
cent in 1970 to 65 percent in 1985, but 
over the same period, the suicide rate fell 
from 54 to 45 deaths per 100,000 for per- 
sons ages 65 and over.' 

The particularly rapid pace of aging in 
Japan and the potential consequences 
have captured the attention of policy- 
makers and officials. Japan in the Year 
2000. the 1982 report of the top-level 
Long-Term Outlook Committee of the 
Economic Planning Agency,^ listed pop- 
ulation aging along with international- 
izatioh and maturation of the economy as 
the three major challenges for 21st- 
century Japan. Japanese prime ministers 
have regularly referred to aging as they 
have set the policy agenda, recognizing 
that population aging affects many as- 
pects of the society and the economy. 

For example, just as the populatioii is 
aging, so is the labor force. An important 
question facing policymakers is: How can 
Japan make use of the growing number 
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of older workers and continue its eco- 
nomic success, especially given the 
seniority-based wage system and life- 
time employment? Furtfiermore, eco- 
nomic theory suggests that an older 
population will lead to a lowering of the 
saving rate. In the 1985 White Paper on 
the Economy, the Japanese Economic 
Planning Agency predicted that as a re- 
sult of population aging, the extra- 
ordinarily high Japanese saving rate 
would be cut in half in the 21st century.^ 
Other economists have questioned this 
prediction, and there is also debate about 
the implications of aging for investment, 
both at home and overseas, and conse- 
quently, debate about the implications for 
the balance of payments. 

Perhaps the greatest challenge facing 
Japan is how to provide for the increas- 
ing numbers of elderly in the 21st century 
when close to one-quarter of the popula- 
tion will be over age 65. There is a grow- 
ing recognition that more public and 
private services will be necessary to care 
for the elderly. In opening the January 
1988 session of the Diet, the national 
legislative body, then Prime Minister No- 
boru Takeshita highlighted the need for 
review of the national health insurance 
system and pension schemes and for 
improved nursing homes for the aged. 
The costs of increased services will be 
tremendous, One Indicator of the finan- 
cial burden to be borne by government, 
the percentage of Japan's Gross Domes- 
tic Product devoted to social ex- 
penditures, is projected to grow from 14 
to 27 percent between 1983 and 2025. 

Policymakers are concerned that the 
government increasingly is being ex- 
pected to play a larger role in the care of 
the elderly while the individual elderly 
person and families play smaller roles. 
Recent pension, medical Insurance, and 
tax re.orms have all been designed to 
shift the balance somewhat away from 
the government. In this vein, the 1987 
White Paper on Health and Welfare em- 
phasized the Importance of home care of 
the elderly and stressed the importance 
of family members as care-givers, ' 



However, with longer lives, fewer el- 
derly living near or with their children, 
and increased employment of middle- 
aged women, the traditional caretakers 
of the elderly, a smaller proportion of el- 
derly Japanese can rely upon care by 
family members. Even where such care 
is provided, there is some evidence of 
considerable family stress and poor qual- 
ity of care,^ 

This Bulletin examines the demo- 
graphic determinants and pace of popu- 
lation aging in Japan; the family 
situations of older Japanese; their labor 
force participation and programs to en- 
courage them to continue working; the 
provision of pensions, medical care, and 
social services; and the implications of 
aging for economic performance and in- 
ternational economic relations It will also 
investigate how Japan is adapting to 



Figure 1. Percentage of 
Population 65 and Over In 
Japan, Sweden, and the 
United States: 1950-2025 




J. 



1950 1960 1970 1980 1990 2000 2010 2020 2025 

Sources: Japan Institute of Population Problems, 
Latest Demographic Statistics 1987 (Tokyo: Ministry 
ol Health and Welfare. 1988) p 70 The proieclions for 
Japan are based on the institute's middle-senes pro- 
lection, whereas the projections for the other countries 
are based on United Nations. World Population Pros- 
pects: Estimates and Projections as Assesnd in 1984 
(New York: 1986). 
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Table 1. Projections of the Elderly Japanese 
1985-2025 











2025 


Number (lOOOs) 65 * 


12.472 


21.338 


27. WA 


31.465 


Percent of lolal populatior) 


10 3 


166 


200 


234 


Percenl of population aged 65 • 


822 


60 4 


54 0 


448 


65-74 


31 5 


30 4 


35 1 


40 1 


75-84 


63 


93 


10.9 


15.1 


85* 








Sax ralio 










(t^ales 100 females) 


69 2 


737 


765 


76.8 



Health and Welfare, 1987). 



population aging and to what extent its 
experiences can be viewed as a model 
for the West or for rapidly developing 
countries of Asia. 

The Demographics 
of Aging 

During the first quarter of the 20th cen- 
tury. Japan experienced the high mor- 
tality and fertility levels characteristic of 
many present-day developing countries. 
In 1925, life expectancy at birth was 
about 45 years and women gave birth to 
a total of 5.1 children, on average, during 
their childbearing years.^ But both mor- 
tality and fertility fe'l rapidly in the en- 
suing decades. By 1950, life expectancy 
had increased to 60 years and the total 
fertility rate (TFR). or average number of 
lifetime births per woman under current 
birth rates, had fallen to 3.7 children. The 
demographic change after World War II 
was even more dramatic. By 1960, the 
TFR had fallen below the replacement 
level of 2.1 children per woman (the 
number of children needed to just re- 
place a couple in the population). Be- 
tween 1977 and 1987, the TFR was 
stable at about 1.8 children. Japanese 
life expectancy is now the highest on 
earth— in 1987, 76 years for males and 



82 years for females. With no significant 
international migration, the low fertility 
and mortality yield an annual population 
growth rate of only 0,5 percent, 

Japan began its demographic tran- 
sition from high to low fertility and mor- 
tality much later than the United States 
and other developed countries, but fin- 
ished it with record speed. The transition 
occurred in less than 50 years, resulting 
in the extremely rapid aging of the Japa- 
nese population, as shown in Figure 1. 
Although the proportion of the population 
ages 65 and over— 10 percent in 
1985 — is less than in many other devel- 
oped countries such as the United States 
(12 percent) and Sweden (17 percent), 
by the year 2025, Japan is projected to 
have one of the most elderly populations 
on earth with 23 percent over age 65. In 
absolute numbers, the elderly population 
of Japan is expected to increase from 
12 5 to 31.5 million between 1985 and 
2025 (see Table 1). which will escalate 
the demand for age-related services, 
such as medical care. 

As in other developed countries, 
Japan's elderly population itself will age 
in the coming decades. As shown in 
Table 1, the proportion of the elderly 
population in the 65-74-year-old group 
will decline, while the proportions in the 
75-84 and 85-and-older groups will in- 
crease. This change in the elderly age 
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Table 2. Average Life Expectancy and Major Causes of Death: 
Selected Countries. 1980s 





Life expectancy (yrs ) 


. 


Deaths per 100.000 








IHean 




Cerebrovascular 




Male 


FeiT Je 


Disease 


Cancer 


Disease 


Japan, 1987 


75 9 


82 1 


118 


164 


102 


Australia. 1986 


73 0 


79 6 


?40 


174 


78 


Canada. 1936 


73 1 


79 9 


229 


188 


55 


Denmark 1S86 


71 9 


77 8 


366 


286 


102 


England and Wales, 1987 


72 6 


78 3 


356 


280 


138 


France. 1986 


71 8 


80 0 


20') 


240 


108 


Iceland. 1987 


74 9 


79 0 


238 


178 


72 


Sweden. 1986 


74 0 


80 2 


425 


231 


117 


United States. 1986 


71 4 


78 6 


308 


195 


62 


West Germany. 1987 


72 2 


789 


363 


2/2 


142 



Source: Worid Healtti Organization. 1988 World Health Statist-cs Annu.il (Geneva. 1988) 



distribution will have important im- 
plications lor public policy. 

Another common feature that Japan 
shares with the West is the significantly 
feminine nature of old age. In 1985, there 
were 69 older males for every 100 older 
females in Japan. Nevertheless, as 
shown in Table 1 , this ratio is expected to 
increase to 77 males per 100 females by 
2025, because, even though women are 
still expected to o'ltlive men, survival up 
to age 65 is projected to increase more 
for males than for females. 

Fertility Decline 
and Aging 

in its initial stages population aging is 
primarily caused by fertility reduction, al- 
though in its later stages mortality de- 
cli plays the more important rtle. 
Today in the developed countries, includ- 
ing Japan, fertility is generally stable at a 
low level, ly^ost Japanese demographers 
expect fertility to remain below the re- 
placement level for the foreseeable f' - 
ture. Toshio Kuroda, a preennnent 
Japanese demographer, argues that tne 
"small family orientation" is well en- 
trenched.'' He cites the high cost of hous- 
ing and children s education, increased 
(■mployment of women, and tht majnnty 
opinion of young people, women < oe- 

n 



cially. that at least some period of "single 
life" before marriage may be desirable. 
The average age at lirst marriage has 
increased gradually Irom 26.9 years lor 
males and 24.2 years lor lemales in 1970 
to 28.3 and 25.6 years, respectively, in 
1986. The divorce rate, though low by 
international standards, is increasing. 
Japan's contraceptive use rate, though 
primarily of traditional methods, is com- 
parable to other more developed coun- 
tries, and its abortion rate is extremely 
high." All these factors point to continued 
low fertility. Even if fertility were to in- 
crease moderately, it would not slow the 
aging process significantly over the next 
few decades. 

Mortality Decline: 
Longer Lives 

More important for future population ag- 
ing in Japan wiil be the course of mor- 
tality, not fertility. The government's 
projections assume an increase in the 
expectation -"f life at birth from 74.8 to 
77.9 years for males and 80.5 to 83. 8 for 
females between 1985 and 2025. How- 
ever, in the 1980s, mortality decline pro- 
gressed faster than expected in Japan 
and government projections made in the 
1970s were based on mortality levels al- 
ready considered to be too high. 



Japan has entered what is considered 
the fourth stage of the epidemiologic 
transition*, the stage of delay of the on- 
set of degenerative diseases.^ Since 
World War II, the main causes of death 
have shifted from respiratory diseases, 
such as tuberculosis, pneumonia, and 
bronchitis to the chronic degenerative 
diseases— cancer, heart disease, and 
cerebrovasculr.r disease. Further de- 
clines in mortality are not likely to result 



'The first stage of the epidemiologic transition 
is the age of epidemics and (amines: the sec- 
ond is the period when mortality from infec- 
tious and parasitic diseases declines: the third 
is the era of degenerative diseases, such as 
cancer and hiearl disease. 



from changes in the major cai les of 
deaths, but rather in shifting tl ") risk of 
dying from these degenerative diseases 
to older ages. 

In most developed countries, heart 
disease is the number-one killer, fol- 
lowed by cancer and cerebrovascular 
disease. Japan s cause-of-death pattern 
is different, as shown in Table 2. Be- 
tween 1958 and 1980. the order was cer- 
ebrovascular disease, cancer, and heart 
disease. In 1 981 , cancer became the top 
cause of death, and in 1985, heart dis- 
ease gained second place. 

This pattern for the overall population 
is reflected in the older population also 
(see Figure 2). After 1984, the most im- 
portant cause of death among those 65 



Figure 2. Major Causes of Death Among the Elderly: 
Population 65 and Over, and 80 and Over, Japan, 1950 and 1986 



3.000 




Pneumonia Cerebro Hfiarl 
ana vascular Diseasp 

Bronchitis Disf>,is(! 



Cancer Pneumonia Cerebro- Heart 

and vascular Disease 

Bronchitis Disease 
Ciiisp ol (Icalti 

80 and over 



Cancer 



65 and over 

Source. Japan Ministry of Health and Wellare, Vital StHtislics 19HC>. Vol 1 (Tokyo, 198V) 
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and over shifted from cerebrovascular 
disease to cancer with heart disease a 
very close second, Among the 80 and 
over population, however, heart disease 
is number one, followed by cer- 
ebrovascular disease and cancer. 

Until the 1960s, "senility," which then 
was often used as a catchall category for 
ill-defined causes, was the most impor- 
tant cause of death in the 80 and over 
group and ranked second in the 65 and 
over group. Today senility is more pre- 
cisely diagnosed by physicians (although 
the diagnosis can be confirmed only at 
autopsy) and is the fifth-ranked cause of 
death for those 65 and over. Conse- 
quently, some of the changes shown in 
Figure 2 reflect improved diagnosis of 
causes of death in recent decades. 

Contrary to a popular belief among 
some non-Japanese, suicide is not a 
major cause of death among the elderly 
in Japan, and it is relatively important 
only at younger ages where overall mor- 
tality is low (see Box 1), 

After adjusting for differences in 
national age compositions. Japan has 
the lowest death rates from ischemic 
heart disease and cancer, but the highest 
rate from cerebrovascular disease of all 
the countries listed in Table 2. The differ- 
ences between the Japanese and other 
developed countries' patterns and the 
recent changes in the Japanese causes 
of death are frequently attributed to dif- 
ferences in diet and lifestyle.'" The de- 
cline in the consumption of salt, which 
was high in the traditional Japanese diet 
of rice, salted vegetables, and fish, and 
the improvempnt of home heating are 
said to have reduced cerebrovascular 
disease. At the same time, this traditional 
diet, which is low in animal protein and 
dairy products, is considered a factor in 
the relatively low incidence of heart dis- 
ease in Japan. 

Despite the relatively low cancer death 
rate, there is concern about the con- 
tinuing increase in cancer deaths even 
within the elderly population itself. Of 
particular concern is the rising incidence 
of cancers associated with smoking, es- 



pecially among males. In the 75 and over 
group, Japan has a higher death rale for 
cancers of the trachea, lung, and bron- 
chus than do France and Swedet,. 

There is an active anti-smoking cam- 
paign in Japan, although it is not yet so 
strong as in the United States. The Japa- 
nese Ministry of Health and Welfare is 
encouraging anti-smoking measures, 
such as the recent banning of sinoking in 
Tokyo subway stations. The ministry it- 
self has gone only so far as to ban smok- 
ing in its meetings, set up smoking 
corners in its waiting ruoms, and attach 
health warnings to the cigarette ma- 
chines in its buildings." 

The percentage of Japanese males 
over age 20 who smoke has declined 
from about 70 to 60 percent in the 1980s, 
while the percentage of adult females 
who smoke has fluctuated between 12 
and 15 percent,'^ but it will take time be- 
fore any decrease in smoking is mani- 
fested in lower lung cancer rates. 

Overall, however, life expectancy and 
health have demonstrated remarkable 
improvements in Japan. As mortality has 
declined throughout the 20th century, tho 
members of each birth cohort have had a 
greater chance of surviving to any given 
age than did earlier cohorts. For exam- 
ple, a Japanese woman born in 1 900 had 
a probability of 0.39 (or a 39 percent 
chance) of living to age 65, but a woman 
born in 1920 had a 0.55 probability of 
reaching 65. If survival to the oldest ages 
continues to improve, the aging of the 
Japanese population may be even 
greater than the government has 
projected. 

If the Japanese continue to lower their 
mortality and raise their life expectancy, 
will they be healthier and have belter as 
well as longer lives? This question is im- 
portant to Japan and to all nations, espe- 
cially with regard to providing medical 
care and household services for the el- 
derly in need. 

There is a common perception in 
Japan today that Japanese elderly are 
more likely to be bedridden than elderly 
in other developed countries, but there is 
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Suicide Death Rafe:> by 
Age for Japan, 1950 and 
1985, Hungary, 1985, and 
the United States, 1984 



Box 1. Suicide 

In 1988, the morning after the national holiday. Re- 
spect for the . .{jed Day, the Japan Times carried on 
page two an article with the following headline: Sui- 
cides of Three Elderly Holiday Honoring Aged. 
One woman, aged 81. who hung herssif from a 
bridge, was believed to have been exiiausted from 
caring for her 86-yea>' old husband, who had been 
bedridden for 20 years. Another woman, aged 63. 
jumped from the seventh floor of a hospital where 
for two years she had been staying for treatment for 
Parkinson's disease. A man aged 85, hanged him- 
self In a park and was supposedly despondent be- 
cause of Illness. Given the very public nature of 
these deaths, were these Individuals making a 
statement about the plight of Japanese elderly? 

Traditional Japanese culture has been more tol- 
erant of suicide than Western culture. However, the 
Incidence of suicide In Japan has declined in the 
postwar period, and the suicide rate In 1 985 of 1 9.4 
per 100,000 was lower than that of France, Den- 
mark, and West Germany, though higher than that 
of Australia, Canada, England and Wales, Iceland, 
Sweden, and the United States. 

In Japan, as In many developed countries, the 
suicide rate Increases with age, as shown in the 
figure. This pattern Is particularly marked In Hung- 
ary, the country with the highest reported suicide 
rate. However, Japan has experienced a decline in 
old-age suicide rates in the post-World War ii 
period. Japan shares another characteristic of sui- 
cide common In other developed countries: Males 
are more than twice as likely to commit suicide as 
females. But this sex differential declines among 
the elderly. In 1985, the suicide rate of Japanese 
females of all ages was 50 percent of that for 
males, but for ages 65 and over, it was 70 percent. AnK>ng Western countries, only Hungarian 
females ages 65 and over have a higher suicide rate than older Japanese female&-56 versus 39 
per 100,000. Among the three other East Asian countries with death rates by cause published by 
the World Health Organization, Hong Kong and Singapore have comparable suicide rates for older 
women. The 1985 rate for South Korea is much lower— 1 1 per 100.000 women ages 65 and over. 

Although the causes of suicides cannot always be known precisely, the National Police Agency 
reports that of those 60 and over who killed themselves in 1987. over 70 percent did so because of 
ill health. In 1 978, elderly in Tokyo who were living atone had a lower rate of suicide than those living 
with their children and grandchildren, perhaps indicating that the stress for those living in a multi- 
generational household is no less than for those living alone. ^ 
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no hard evidence. In 1981. among those 
ages 80 and over in Japan, about one in 
ten were bedridden " The fear of senility 
has particularly captured the attention of 



the Japanese (see Box 2) Daisaku 
Mae6a. a leading Japanese gerontol- 
ogist. and his coHegues argue that be- 
cause Japan, compared to most other 
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Box 2. Senile Dementia 

Kookotsu no Hito (A Man in Ecstasy), Japan's best-selling novel of 1972, Drought the Issues of 
senile dementia and aging to the forefront of public debate. The book, which inspired a first-run 
movie, was published In English as The Twilight Years. The novel tells the story of a middle-aged 
working woman who rises to the challenge of taking care of her recently widowed father-in-law, who 
is becoming progressively more senile. 

Senile dementia, a form of organic brain syndrome, affects only about 4.5 percent of the non- 
instltutlonallzed 65 and over urban population, which Is probably less than in other devetoped 
countries. Also In Japan, fewer cases are of the Alzheimer's type and more are of a vascular nature, 
consistent with the Importance of cerebrovascular disease in Japan.' Nevertheless, senility repre- 
sents the worst fears about aging among the Japanese. A Japan Times editorial of July 1, 1983, 
states. "The problem of the aged, so-called, should be redefined as the problem of the senile." 

Of greatest concern is the stress placed on families, especially wives and daughters-in-law, as 
depicted in The Twilight Years. Besides suffering the problems of disorientation and mindless 
wandering, elderly with senile dementia are also more likely to be bedridden, thus requiring greater 
care than the average elderly person. A 1987 Tokyo Metropolitan Government study of care-givers 
of the demented elderly found that 78 percent suffered anxiety about their own health, 76 percent 
mentioned mental exhaustion, and 61 percent expressed a desire to place the elderly person in an 
institution.^ In fact, there is some evidence that an Increasing proportion of the demented elderly 
with senile dementia are being placed In Institutions,^ a trend very much in conflict with traditional 
Japanese values of filial piety. 
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developed countries, has relatively more 
stroke victims, who often require long 
convalescent periods, there may be 
greater disability among elderly Japa- 
nese They also note that rehabilitation 
services in Japan are relatively poor. Fur- 
thermore, more Japanese live with their 
children, possibly removing an incentive 
for the disabled elderly to recover 
independence. 

Family Relations 
Marital Status 

The family situation of the elderly is also 
influenced by mortality. A majority (59 
percent) of Japanese females ages 6b 
and over are widows, while a maiority of 
males (82 percent) are married As 
shown in Figure 3, widowhood increases 
substantially with age for both men and 
women. Because women live an average 
of six years longer than men and most 



elderly women are three to four years 
younger than their husbands, a majority 
of women outlive their husbands. 

Elderly men are much more likely to 
remarry than women. The excess of 
women at older ages is the most obvious 
reason for this difference. But, there are 
also cultural reasons why women may be 
reluctant to remarry. While there are no 
specific secular or religious proscriptions 
against remarriage of women, there is 
some sense that a widow should remain 
loyal to her deceased husband, 

Most older widows (and widowers) in 
Japan today have experienced only ar- 
ranged marriages. In 1988, two-thirds of 
currently married women ages 60 and 
over were in arranged marriages, com- 
pared tc only one-third of married women 
in their 30s. according to a 1988 Mamichi 
Newspaper and Nihon University 
national survey. The survey also re- 
vealed that the elderly, particularly older 
women, find the idea of remarriage less 
attractive than do younger persons, al- 
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though age may account for a part of this 
difference in attitudes among the genera- 
tions. Seventy percent of men and 64 
percent of women in their 20s said that 
they would like to remarry if they became 
singlp in old age. Among the 60 and over 
population, however, only 25 percent of 
men and 9 percent of women responded 
positively. 

Besides the shortage of eligible older 
males and the social stigma attached to 
remarriage, some older women experi- 
ence a sense of relief at the loss of their 
husbands and are not eager to marry 
again. Given the strong sexual division of 
labor in Japan in which in theory the 
woman controls all aspects of the house- 
hold, including finance, and the man is in 
charge of the outside world, the extended 
period of retirement of Japanese males 
and longer life expectancy have placed 
considerable strain on marriages of long 
duration.^" 

Many older Japanese men have not 



developed interests outside work and 
almost all expect to be waited upon and 
have someone with them when at home. 
Consequently, they are very dependent 
on their wives after retirement. In the 
popular Japanese media these retired 
men have become known as sodaigomi 
or "big trash," which has even more 
negative connotations than the American 
term "couch potato." 

Takie Lebra. a Japanese-American an- 
thropologist, has noted, "Some elderly 
women, still married, envy their widowed 
peers. "'^ The proportion of divorces that 
occur after at least ten years of marriage 
increased from 24 percent in 1970 to 44 
percent in 1986. The proportion of di- 
vorces occurring after 20 years in- 
creased from 5 '0 13 percent over the 
same period.^* Although some of this 
change is due to the aging of the popula- 
tion, it may also reflect an increase in 
marital streb among older retired 
couples. 



Figure 3. Widowhood by Age for /Wo/es ^ Females: Japan, 1985 
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Multigeneratlonal 
Households 

The decline in mortality in the 20th cen- 
tury has lengthened the number of years 
that parents and their adult children are 
alive at the same time. Given this 
change, an increase in the percentage of 
elderly parents who live with their adult 
children might be expected, if past pref- 
erences persisted and there were no new 
constraints on living arrangements. In 
fact, just the opposite has been the case. 

In the traditional stem-family structure, 
the eldest son brings his wife into his 
parents' home when he marries. The two 
generations live together until the par- 
ents' deaths, and the son inherits his 
parent's assets. Daughters and younger 
sons form their own households. If there 
is no son. the oldest daughter's husband 
may be adopted into the family and he 
plays the role of the eldest son. This pat- 
tern of postnuptial residence has weak- 
ened in recent years. Of eldest sons who 
married in 1960-64, 58 percent lived with 
their parents after marriage, whereas for 
the eldest sons who married in 1980-82, 
only 41 percent resided with parents." 

Similarly, the percentage of the elderly 
living with adult children has declined 
sharply in recent decades, as shown in 
Figure 4. Between 1970 and 1985, the 
percentage of the noninstitutional popu- 
lation ages 65 and over living with chil- 
dren fell from over three-quarters (77 
percent) ',o less than two-thirds (65 per- 
cent). Instead, more and more elderly 
live witn their spouse only or alone. 

The living arrangements of elderly in- 
dividuals vary according to marital 
status, sex, age. and type of residential 
cr,mmunily,'^ Not surprisingly, widowed 
or divorced elderly are more likely to live 
with their children than are those who are 
still married. Women are less likely than 
men to live with their spouse only, and 
more likely to live with children or alone. 
Living alone increases with age initially, 
probably reflecting the nse in widowhood 
as the elderly age. but this trend is re- 
versed at very old ages. In 1985. the per- 



centage of elderly living alone peaked at 
ages 70-74. The elderly living in cities — 
about 70 percent of the 65-and-over 
population— are less likely to live with 
their children and more likely to live with 
a spouse or alone. 

Only about 5 percent of the 65-and- 
over population were not living in an or- 
dinary household at the time of the 1985 
census; 2.6 percent were in a hospital. 
1 .6 percent in an institution, and 0.4 per- 
cent in a boarding house or some other 
setting. 

In most Asian countries, about three- 
quarters of the elderly live with their chil- 
dren, about the same percentage as in 
Japan in 1970.'^ In the United States, 
however, more elderly live alone or with 
their spouses. In 1987, over 30 percent 
of the noninstitutionalized American 
population over age 65 lived alone. Only 
about 5 percent of the American elderly 
reside in nursing homes.^° 

The decline in the percentage of Japa- 
nese elderly living with their children may 
simply represent a delay in co-residence, 
perhaps until the elderly person is 
widowed or frail. Nevertheless, cohort 
trends in living alone and in non-ordinary 
households indicate that an increasing 
proportion of the elderly of all ages will 
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An increasing proportion uf elderly may live apart from 
family members in the future 
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Figure 4. Living Arrangements of the Population' 66 and Over: 
Japan. 1970. 1975. 1960. and 1985 

Percent living: wilh others 

alone 

with spouse only 

with children— I 



"Population living in ordinary (noninstitutional) households 

Source: Japan Statistics Bureau. Population Census olJapan. 1970. 1976, 1980, and 1985 iTokyo). 



live apart from family members in the fu- 
ture. For example, only 9.6 percent of the 
women born between 1900 and 1905 
lived apart frotn their families when they 
were ages 65 to 69 in 1970. By 1985. 
however, when they were ages 75 to 80, 
the percentage had doubled to 19.3. 

Attitudes about 
Family Support 

Young and old Japanese alike appear to 
be less certain about a child's obligations 
to support aging parents. Although sup- 
port is not necessarily equivalent to co- 
residence, these changing attitudes may 
point to further declines in the per- 
centage of elderly living with children. 
The Mainichi Newspaper's biennial sur- 
veys of wives of childbearing ages show 
that the proportion planning to depend on 
their children in old age has declined 
from 55 percent in 1950 to 18 percent in 
1988. Similarly, the proportion indicating 



that it is a good custom or natural tor 
children to take care of their elderly par- 
ents has declined from 75 percent in 
1963 to 63 percent in 1988.^' In par- 
ticular, the role of the eldest son is no 
longer clear. A 1988 survey indicated 
that only 32 percent of all adults thought 
it is the eldest son's duty to look after his 
parents, compared to 47 percent of those 
60 and older who thought so.^^ 

Nevertheless, the majority of Japa- 
nese elderly today still prefer living with 
their children. As shown in Table 3, a 
1986 Japanese government-sponsored 
survey of persons ages 60 and over in 
five countries found that 58 percent of 
Japanese and 66 percent of Thais 
thought it best for the older and younger 
generations to live together, in contrast 
to 34 percent of Italians. 4 percent of 
Danes, and 3 percent of Americans. The 
relationship considered best in the three 
Western countries was living separately, 
but with meetings to eat and talk to- 
gether, a pattern sometimes referred to 
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Table 3. Best Relationship fie/ween Younger and Older Family 
Members According to Persons Ages 60 and Over: Selected 
Countries. 1986 
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Source: Japan Management and Coordination Agency. Reporl on the International Comparative Survey on the Lives 
and Perceptions 0/ the Eldvrly (Tokyo, 1987; in Japanese) pp 270-271 . 



as intimacy at a distance. 

There tvere also substantial differ- 
ences in the elderly person's desired 
care-provider in the event they became 
physically weak. Table 4 shows that be- 
tween 88 and 96 percent of elderly Japa- 
nese, Thais, and Italians wanted to have 
family members care for them, whereas 
only 69 percent of Americans and 20 
percent of Danes chose family members. 



Just over half of elderly Japanese (51 
percent) said that they would want their 
spouses to take care of them. Signif- 
ice.ntly only 24 percent of females 
named their spouses, compared to 65 
percent of males. The care-giver most 
favored by elderly Vtfomen was a 
daughter-in-law — preferred by 29 
percent— which is what one would expect 
within the traditional stem family. Even 



Table 4. Preferred Care-Giver If Become Physically Weak 
According to Persons Ages 60 and Over: Selected Countries, 
1986 
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who chose family as one of the rn;)|or categories 
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so, almost as many (23 percent) said 
they wanted their own daughters to take 
care of them— a significant departure 
from the ideal. 

The expressed willingness of family 
members to care for the elderly also dif- 
fers considerably across cultures. For 
example, a study in the late 1970s found 
that 90 percent of Japanese would take 
care of an older woman if she were the 
person's mother, but only 19 percent 
would care for an elderly aunt and 8 per- 
cent for an elderly friend. In contrast. 84 
percent of Americans would care tor an 
older mother. 69 percen* for an aunt, and 
52 percent for an elderly friend. Ameri- 
cans and Japanese revealed similar dif- 
ferences regarding care for an elderly 
man. Thus, a sense of obligation toward 
the elderly in America applies to a wider 
array of individuals than In Japan, includ- 
ing friends as well as family. 



Contact with Children 

Japanese and American elderly persons 
also report differences in the frequency 
of contact with adult children and in the 
perception of their children's interest In 
their well-being. As shown in Figure 5, 
about 15 percent of each group report 
that they meet almost every day with 
children with whom they do not live, but 
36 percent of Americans report meetings 
of at least once a week, while only 19 
percent of Japanese do. 

On the other hand, a larger percentage 
of American than Japanese elderly re- 
ported having hardly any contact with 
their adult children who live apart from 
them. Nevertheless, the same survey 
found that 84 percent of Amencans re- 
ported that their children were very inter- 
ested in their well-being, whereas only 67 
percent of Japanese did so. Thus, al- 
though many more elderly Japanese 
than Americans live with their adult off- 
spring, the intimacy at a distance, which 
American elderly prefer and apparently 
have, seems to leave them feeling of 
greater importance to their children. 



Figure 5. Frequency of Visits 
with Adult Children' by 
Japanese and A nericans 
Ages 60 and Over, 1966 



Source: Japan Management and Coordination 
Agency, Report on the International Comparaiive Sur- 
vey on the bves and Perceptions ol the Elderly 
(Tokyo. 1987: jn Japanese) pp 268-269. 



Incentives for 
Family Support 

As mentioned earlier, in the ideal Japa- 
nese stem-family system, the eldest son 
was expected to inherit all his father's 
assets. Under the American occupation 
after World War II, the Japane.^e con- 
stitution was revised to specify that if 
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there is no will, a surviving wife would 
receive one-halt of the assets and that 
the rest (with the exception of farmland) 
would be divided equally among all chil- 
dren, A will can specify some other divi- 
sion for half the assets, but the rest must 
be divided as indicated above. Never- 
theless, shares may be renounced, and 
more than twice as many women as men 
do so.^" Renunciation of inheritance is 
sometimes used to ensi'.e that the bulk 
of the family estate goes to the child who 
promises to care for a su.'viving parent, 
Using inheritance as compensation for 
services rendered is gaining popularity in 
Japan, the biennial Mainichi Newspaper 
family planning surveys indicate. In 
1963. 18 percent of wives of childbearing 
age said that they would leave their 
property to the children who took care of 
them end their husbands: by 1977, the 
percentage giving this answer had in- 
creased to 32. Support for compensatory 
inheritance is most popular among 
women, Ihe more educated, and those 
living in urban areas. Income tax credits 
for taking care of ar. elderly parent and 
government loans for home remodeling 
or building to care for an elderly person 
also provide some incentives for care- 
givers, although the amounts involved 
are relatively small.^^ 

W jrk, Retirement, 
and Economic 
Well'Being 

Many Japanese elderly can support 
themselves. In fact, as a group, they are 
more likely to work than ths elderly in any 
other developed country In 1987. 36 
percent of males and l.'i percent of fe- 
males age 65 and over were in the labor 
force in Japan. In the same year, only 16 
percent of older men and 7 percent of 
older women were in the U.S. labor 
force. Nevertheless, the percentage of 
older Japanese who work has declined 
over the last few decades as the labor 
force has moved out of agriculture and as 
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Compared to other developed countries, a high pro- 
portion of Japan's elderly continue to work. 



public pensions have improved. 

The pattern of male labor force rates 
by age and the decline m work activity for 
both sexes at the youngest and oldest 
ages, shown in Figure 6, are typical of 
developed countries. For 1960. 1970. 
and 1987. the rates for males are uni- 
formly high in the prime working ages, 
while rates at the extremes of the age 
distribution are lower and have declined 
over time. The percentage of young peo- 
ple who work has declined because Jap- 
anese youth are spending m -re years in 
school. In 1960 less than 60 percent of 
lower secondary school graduates ad- 
vanced to high school, while in 1986 over 
94 percent did. Similarly, the percentage 
advancing from high school to higher ed- 
ucation increased from 20 to 26 percent 
for males and from 14 to 34 percent for 
females.^" 

The pattern of female participation 
rates by age has an M-shape, which is 
not typical of most other developed coun- 
tries. Until ,3cently. Japanese women 
were expected to leave paid employment 
when they got married or wher^ their first 
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child was born. Some women reentered 
the labor force after raising their children, 
thereby creating the second peak of the 
M. Rates have declined over time at the 
extremes of the age distribution, but the 
middle ages have a mixed pattern. From 
the 1950s until the mid-1 970s, the female 
labor force participation rate fell as the 
incidence of unpaid family work declined. 
Since then, however, the increasing 
number of women who are paid employ- 
ees has outweighed this decline, and the 
female labor force participation rate has 
increased overall. In 1985. the Diet 
passed an Equal Employment Oppor- 
tunity Law to address the broad range of 
discrimination against women in hiring, 
wages, promotion, and retirement, but it 
is too soon to tell how effective it will be. 

Another important development in the 
Japanese work force is the growing im- 
portance of part-time work (less than 35 
hours per week). The highly publicized 
"lifetime employment" system of Japan 
actually applies only to a limited number 



of men who work for large companies. In 
recent years, when employers needed to 
hire workers, but were uncertain about 
the economic future and wanted to avoid 
having to pay full benefits and making a 
commitment to new lifetime employees, 
they have hired part-time workers. 
Women and the elderly have filled many 
of these positions. The proportion of part- 
timers among employees of firms with 
five or more employees grew from 3 to 9 
percent between 1975 and 1986.^^ Al- 
most a third of all women, over half of 
women over age 65. and over a third of 
men over age 65 who were employed in 
1987, were working part-time. 

The elderly tend to work at different 
types of jobs than younger workers. 
Many older people work in the primary 
sector where retirement is more at the 
discretion of the individual. In 1987, over 
one-third of elderly men were working in 
agriculture, fisheries, and forestry, com- 
pared to only 5 percent of the 40-54- 
year-old men and 17 percent of the men 



Figure 6. Labor Force Parficipafion Rales* by Age for Males 
and Females: Japan. 1960, 1970, and 1987 




'The rale equals the percentage of persons working or seeking work wilhm each age group 



Source; Japan Statistics Bureau. Annual Reporls on the Lahour Force Survey. 1987 and 1970 (Tokyo. 1988 and 
1981). 
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Figure 7. Selected Age 
Groups of Workers by Major 
Industry: Males and 
Females, Japan, 1987 
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ages 55-64, as shown in Figure 7. The 
percentage of women in the primary sec- 
tor also increases with age. 

Conversely, the importance of con- 
struction, manufacturing, and the util- 
itie.s, transportation, and communication 
industries all decline with age for both 
men and women. The service industry, 
wholesale and retail trade, finance, in- 
surance, and real estate are important 
employers of elderly workers. About 42 
percent of males and 47 percent of fe- 
males 65 and older worked in one of 
these industries in 1987. 

There is debate about the reasons for 
the relatively high labor force participa- 
tion of the Japanese elderly. Besides the 
relative importance of the primary sector 
in Japan, some point to the fact that until 
recently public pension benefits were 
meager and not universally available. 
Others have attributed the high participa- 
tion to Japan's strong work ethic and 
work-group orientation.^" The 
government-sponsored 1986 cross- 
national study of the elderly indicated 
that of those working, over 90 percent of 
Americans and Japanese said that they 
wanted to continue working (though the 
percentage of Japanese actually working 
was twice that of the Americans). Forty- 
two percent of the Japanese, but only 18 
percent of Americans who wanted to con- 
tinue working cited health reasons. Just 
over one-third of both Japanese and 
Americans (39 and 37 percent, respec- 
tively) worked primarily to earn income, 
but far fewer Japanese than Americans 
(8 versus 41 percent) saia they worked 
for the enjoyment of it. Thus, financial 
considerations played relatively equal 
roles across countries, but the non- 
financial reasons given were quite differ- 
ent. Japaness expressed concern about 
health, while Americans emphasized 
their enjoyment. 

Elderly Americans also place more 
emphasis on enjoyment as a reason for 
not wanting to continue working Of those 
wanting to quit. 83 percent of Americans 
cited wanting to enjoy a leisurely life, 
while only 54 percent of Japanese did so. 
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Many Japanese elderly work In the primary sector, the fishing industry, for example, where retirement is more at the 

discretion of the individual. 



Japanese were five times as likely as 
Americans to mention poor health as the 
reason for wanting to quit (31 versus 6 
percent, respectively), tslevertheless, the 
desire for a leisurely retirement seems to 
be growir^g in Japan (see Box 3), just as 
it is in the United States. In a similar 1981 
survey, only 46 percent of Japanese and 
72 percent of Americans who wanted to 
retire said it was to enjoy their leisure. 

lifetime Employment and 
Mandatory Retirement 

For elderly Japanese who want to con- 
tinue working in the nonagricultural sec- 
tor, considerable effort and sacrifice may 
be required. The famed Japanese life- 
time employment system excludes a 
large proportion of the labor force. Fur- 
thermore, relatively low mandatory retire- 
ment ages, combined with higft life 
expectancy, imply a lengthy retirement 
life of up to 20 years. 

In 1987, there were 60.8 million Japa- 
nese in the labor force of which 59.1 mil- 
lion were working. Only 39.4 million or 65 



percent of the total labor force were 
"regular" employees or workers who 
might be eligible for lifetime employment. 
Excluding the female regular employees, 
whose careers are usually interrupted, 
only 26.5 million employees were likely to 
have the benefits of lifetime employ- 
ments'—less than half of the Japanese 
labor force. 

The lifetime employment system was 
instituted between the two world wars 
when there was a shortage of labor and a 
need to ensure company loyalty — 
especially among skilled workers that a 
company had trained. Under the system, 
a worker joins a company upon gradua- 
tion from school fit a starting salary 
based on his education and sex and on 
the size of firm. Salary increases are a 
function of longevity, although there are 
also allov/ances for dependents and 
special duty. In addition, there is over- 
time pay at a rate of 1 .25 times base pay 
and there are usually bonuses twice a 
year based on the monthly wage. In 
1986. the average combined bonuses for 
workers were the equivalent of about 
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Box 3. Leisure 



i Although over 40 percent ol the 60-and-over 
{ population ostensibly belongs to senior citi- 
zens' clubs,' elderly Japanese seem to be 
; somewhat at a loss about what to do with 
i their leisure time. Even allowing for the fact 
! that about twice as many work as in the 
i United States, American elderly are much 
i more involved with hobbies and activiiles 
j outside the home. The 1986 crossnational 
survey of persons 60 and over found that the 
percentage ot Americans involved fre- 
quently in clubs or hobby groups was almost 
five times as great as the percentage of 
Japanese (26.4 versus 5 6 percent). The 
ratio of Americans to Japanese involved in 
religious activities was over 8. attending 
social gatherings over 20, engaging in 
sports nearly 4, and serving as community 
volunteers or being active in senior day cen- 
\ ters about 2. 

I Also indicative of the degree of social in- 
I tegration in old age is the finding that the 
i Japanese have fewer friendly chats with 
I people in their neighborhoods. Almost 50 
j percent of Thais and almost 40 percent of 
I Americans. Italians, and Danes reported 
daily conversations with neighbors, while 
I less than 20 percent of Japanese did so. 
I Close to one-third of elderly Japanese re- 
! ported hardly any neighborhood contact, in 
I contrast to only 7 percent of Americans 
I However, it is likely that the retirees of the 
future will have had more experience in lei- 
sure activities prior to old age than the cur- 
rent generation of Japanese elderly. Japan 
is gradually moving toward a five-day work 
week from the standard five-and-a-half-day 
week. Furthermore, in 1987 the Labor Stan- 
dards Law was revised lo provide guidelines 
lor the maximum hours lo be worked each 
week without ovortime pay. although the im- 
plementation ol the guidelines will be at the 
discretion of the Ministry of Labor The re 
vised law also makes il illegal to punish 
workers who take Iheir lull entitlement of va- 
cation days. 



One motivation lor reducing hours of work 
IS tn increase domestic co.isumptioii and j 
thus reduce the trade surplus. Another is the 
sense thai the Japanese quality of life has 
not kept pace with economic growth and thai 
it is time for the Japanese to enjoy more of 
the fruits of their labor, as citizens of other 
developed countries have. Nevertheless, 
some firms are resisting the reduction of 
working hours because they have relied on 
the flexibility in working hours to adjust to 
changes in economic conditions, rather than 
hiring and firing lifetime employees. There is 
also some concern that the shinjinrui or new 
human race of young people, who have 
been born into affluence, might begin to take 
leisure too seriously, but the slow pace of 
change thus far should quiet those fears.'^ 

In 1986, 28 percent of workers in firms 
with 30 or more employees were working 
only 5 days a week— up from 21 percent in 
1975. About half the workers — if not enjoy- 
ing a live-day work week— at least were 
taking off one to three Saturdays per 
month. ' Similarly, the "enforcement" rate for 
summer vacations (the proportion of firms 
requiring workers to take their summer holi- 
days) increased from 72 to 80 percent be- 
tween 1980 and 1986. but the average 
number of days off remains small— only 3.3 
Including national and other holidays, the 
average annual number of days off in- 
creased only from 1 6.8 lo 1 7.4 days over the 
6-year period. Futhermore. total hours 
worked, including overtime, have not 
changed significantly in the 1980s. 
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usually ended at age 55, Table 5 shows 
the age limits of firms with 30 or more 
employees and uniform* mandatory re- 
tirement systems between 1968 and 
1987. In 1968, nearly 64 percent of firms 
witli uniform systems required that em- 
ployees retire at age 55 or younger. 

When the lifetime system was first in- 
stituted, age 55 was consistent with life 
expectancy, so it was a reasonable age 
limit. But in the 1970s, with higher life 
expectancy and aging of the population, 
the Japan f\/Iinistry of Labor began to 
pressure companies to raise the age 
limits. (See Box 4 for a review of Japa- 
nese employment policies for older 
workers.) By 1987. over half the firms 
were specifying 60 years as the age limit. 
Also, the percentage of firms with uni- 
form systems grew from 51 to 80 percent. 
Unlike the United States. Japan has no 
general law with regard to mandatory re- 
tirement or the age limii. and only in the 
1980s have sex differences in mandatory 
retirement— forcing vi/omen to retire ear- 
lier than men— been ruled illegal. 



*A uniform retirement system does not differ- 
entiate by .sex or occupation. 



Retirement Allowances 

In 1985. 89 percent of firms with 30 or 
more employees gave retirement 
allowances— over half of these firms 
gave lump-sum payments only, while 14 
percent gave pensions, and the rest gave 
a mix of the two. often leaving the choice 
to the employee. The type of retirement 
allowances available to employees has 
changed considerably in recent years. In 
1966. most (over 85 percent) were in the 
form of lump-sum payments, almost 
none were pension schemes, and about 
13 percent offered a combination." 
Since that time pension plans have be- 
come more popular because tax advan- 
tages for pension funds held outside 
firms have been instituted, and because 
pensions also allow employers to spread 
out payments to retirees. However, pri- 
vate pensions a^e not for the lifetime of 
the employee, but for a fixed period, 
usually about ten years, The average 
value of the retirement allowance ends 
up being more or less the same, no mat- 
ter what the form. tVIany Japanese work- 
ers prefer the lump-sum option because 



Table 5. Retirement System and Age Limit in Firms withi 30 or 
More Employees: Japan, Selected Years 
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197.'. 


1980 


1987 


Percent of firms with age limit 


69 
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Percent of firms with uniform system 
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Note; A unilorm system means that there are no differt nces on the basis ot occupation vir sex 
Source: Japan (Ministry of Labour. Employment and Management Survey, various years 
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they may have very specific plans for its 
use, there are tax advantages to taking 
the lump sum, and they may have doubts 
about the pension maintaining its value. 

The amount of the retirement allow- 
ance is based on years of service, occu- 
pation, education, sex, and the last basic 
monthly salary. In 1985, the average re- 
tirement allowance for a male high- 
school graduate in an administrative, 
clerical, or technical job with 35 or more 
years of service was equal to aoout 4 
years' worth of his last basic monthly 
pay. 



Given the link between salary in- 
creases and longevity in the seniority- 
wage system and between retirement 
allowance and length of service and last 
salary, many firms have been reluctant to 
raise the age limit. But government and 
social pressure to do so has been strong. 
In fact, at the same time that some firms 
have raised their age limits, they have 
adjusted their formula for calculating re- 
tirement allowances to minimize the 
extra cost of keeping on the older work- 
ers.^" Also, the aging of the labor force 
has reduced the salary advantage of 
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more senior workers, although general 
economic conditions, among other fac- 
tors, also influence the relative salaries 
of younger and older workers."^^ Some 
firms, large employers in particular, have 
also begun offering early retirement in- 
centives, even as they have raised their 
age limits. Only about 4 percent of firms 
with 30 or more employees offered such 
incentives in 1 986. but over half the firms 
with 5.000 or more employees, and 40 
percent of firms w/ith 1.000-4,999 em- 
ployees offered early retirement incen- 
tives.^® 

Reemployment and 
Unemployment 

In spite of the relatively low age limits 
and some incentives to retire early, a 
substantial proportion of older Japanese 
continue to work. Of those not working, 
many would like to work: 63 percent of 
those 55-59 and not working, 55 percent 
of those 60-64, and 39 percent of those 
65-69 would like to work, according to a 
1983 Ministry of Labor survey .^^ How 
can they find jobs after they have "re- 
tired" or reached the age limit? 

In 1986, almost 70 percent of firms 
with 30 or more employees had systems 
for reemploying or extending the em- 
ployment of the elderly.^" The employee, 
however, usually must agree to a cut in 
pay, a loss of title, and no guarantee of 
continued employment. In the largest 
firms, employees reaching or appro&rh- 
ing the age limit are frequently re- 
employed in subsidiary firms. This 
practice of transferring older employees 
is manifested also in moves from gov- 
ernment agencies to contractors' firms, 
in which case the transferees are known 
as ama kudari or people who have come 
down from heaven. 

Employees of smaller firms, as well as 
the substantial number of workers who 
have never been part of the lifetime em- 
ployment system, have far fewer options. 
Often these workers must not only 
change jobs, but also change industnes 
or occupations in order to find employ- 
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The excess demand for younger workers and excess 
supply o( older workers have created imbalances in 
Japan s labor (orce. 



ment. Extended periods of unemploy- 
ment are not uncommon. Among the 
unemployed ages 55 and over in 1986. 
28 percent reported having been un- 
employed lor more than 1 year and 31 
percent for 6 to 12 months. Among the 
unemployed of all ages only 17 percent 
were without jobs lor more than a year 
and 22 percent for 6 to 12 months. ' 

The difficulties that older Japanese 
have in finding jobs are also reflected in 
the age pattern of unemplryment rates. 
The overall unemployment rate in Japan 
remains low relative to other developed 
countries, ev^n when differences in 
measurement nre taken into account.'" 
In 1987. Japan s unemploymetit rate was 
2.8 percent, less than hall ttiat of the 
United States (6,2 percent). Older Japa- 
nese males, however, had fiigher un- 
(.■mploymerii than flid Amtirican males, 
particularly the W Ui-rj-l ;iqe cuoup in 
which 7.6 peri.t!iit of Japanese males 
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were unemployed, whereas only 3.6 per- 
cent of American males were. 

One way to assess the unemployment 
problems of the elderly within a country is 
to compare their rates with thoce of an 
age group that typically has low employ- 
ment: the 45-49-age group. Figure 8 
shows the ratio of the unemployment rate 
by age to the unemployment rate for the 
45-49 group for males in Japan and the 
United States. 

Even though there may be slight dif- 
ferences between countries in the calcu- 
lation of unemployment, it should be 
noted this index by age is calculated rela- 
tive to unemployment in each country 
and thus provides a means of comparing 
age patterns of unemployment across 
countries. Up to the late 40s. the age 
patterns of unemployment of males in 
Japan and the United States are remark- 
ably similar. Unemployment is relatively 
high at the youngest ages and then 
declines. 

Above age 50. however, the age pat- 
terns diverge considerably. In the United 
States, unemployment continues to de- 
cline with age. but in Japan, there is a 
new peak of unemployment in the 60-64 
group, where the unemployment rate is 
4.5 times that of the 45-49 group. Even 
thoug Japan's overall unemployment 
rate is relatively low. unemployment af- 
fects the elderly in Japan much more 
than in the United States. 

The excess demand for younger work- 
ers and excess supply of older workers is 
reflected in the Public Employment Seen 
rity Offices' ratio of job openings to |ob 
applications for regular positions by age. 
In 1986, there was only 1 opening for 
every 10 applicants in the 55 and older 
group, compareo to 7 to 11 openings for 
every 10 applicants in the age groups 
between 20 and 35. For those 19 and 
younger, there w«re 14 openings for 
every 10 applications. 

Another indication of the imf)alance 
between supply and demand for the vari- 
ous age groups of workers is the rather 
extreme behavior of some firms in at- 
tempting to hire younger workers. Each 
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that the high price of the yen on interna- 
tional markets would erode the demand 
for exports. Also, the college graduates 
of 1989 are a relatively small cohort since 
they were born in 1966, which, according 
to the traditional Japanese calendar, was 
the year of the fiery horse. Births were 
greatly reduced that year because of the 
superstition that females born then might 
kill their husbands. 

Employers will have a larger pool of 
potential workers in the early 1990s 
when the members of the small echo of 
the short Japanese postwar baby boom 
begin to enter the labor force. tHowever, 
in the long run with the aging of the labor 
force, the imbalances in the labor supply 
can only get worse unless there are sig- 
nificant changes in the Japanese em- 
ployment system and changes in 
attitudes toward older and female work- 
ers. In 1985, the 50-64 group mana up 28 
percent of the population 20-64, the 
usual working ages. By 2000. according 
to the government's middle-series popu- 
lation projection, this older group will 
comprise 34 percent and by 2025. 35 
percent of the working-age population. 

Economic Well-Being 

Despite the relatively difficult employ- 
ment picture of today s elderly, most are 
financially comfortable, although they 
may have fears about whether or not 
their funds will last until the ends of their 
lives. When the Japanese respondents m 
the government's crossnational survey of 
the elderly were asked how difficult their 
economic circumstances were. 53 per- 
cent said not at all difficult. 31 percent 
responded a little difficult, and only 16 
percent replied quite or very difficult, a 
pattern similar to the responses of the 
elderly in Denmark and the United 
States. 

The youngest-old. or those elderly un- 
der age 75. played key roles in building 
Japan's postwar economic success (they 
were 40 to 49 years old in 1960). They 
have saved some of their earnings, at 
lenst m part, in preparation for their re- 



tirement. Nevertheless, it is this group, 
those approaching old ago, who voice 
the greatest economic concerns. Of Jap- 
anese ages 60-64, 21 percent reported 
their economic situations were quite or 
very difficult, but among the oldest group, 
those 80 and above, only 13 percent 
gave the same answers. Those in the 
60-64 group may still be experiencing re- 
tirement and employment difficulties, and 
they face longer lives and more uncer- 
tainty ahead of them. 

It is difficult to measure the economic 
well-being of the elderly in Japan be- 
cause most data from income and ex- 
penditure surveys are for households, 
not individuals, and are oublished by age 
of head of household. Given that over 
half the elderly live with their children, 
who may be listeJ as household heads, 
looking only at data for households with 
elderly heads may not accurately portray 
the situation of the elderly. 

In 1986, household data did show that, 
among households headed by persons 
ages 65 and over, the average annual 
income was only 82 percent of the in- 
come of all households, and the elderly- 
headed households had only 1.02 
earners per household in companson to 
an average of 1.56 earners in all 
fiouseholds. 

Their assets were actually greater than 
average, valued at 148 percent of the 
national household average. Their li- 
abilities were less, only 33 percent of the 
national average.''' In particular, house- 
holds v.ith elderly members are more 
likely to own their own homes, according 
to 1985 census data. 

The public pension system is be- 
coming increasingly important to the 
economic well-being of Japan s elderly 
Between 1981 and 1986, the proportion 
of Japanese ages 60 and over reporting 
that a public pension was their major 
source of living expenses increased from 
35 to 53 percent. The proportion of el- 
derly relying most on earnings income 
fell from 31 to 25 percent and the pro- 
portion depending on children dropped 
from 16 to 9 percent.'" 
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Social Expenditures 

Although the proportion of national in- 
come that is devoted to social welfare in 
Japan is low in comparison to most other 
developed countries, it is increasing 
steadily. For example, in 1983 the ratio of 
social expenditures for persons of all 
ages (including medical care) to national 
income was 14 percent in Japan in com- 
parison to 18 in the United States. 31 
percent In West Germany, and 44 per- 
cent in Sweden."" Just 10 years earlier, 
only 6 percent of Japan's income went to 
social expenditures. By 2025, Japan is 
projected to spend 27 percent of its gross 
domestic product on social expenditures, 
surpassing the proportion spent by the 
United States and the United Kingdom, 



but still spending relatively less than 
West Germany and France, as shown in 
Figure 9. 

Another measure of the increasing 
burden of social welfare is the ratio of the 
sum of taxes plus premium payments 
into the public pension scheme as a per- 
centage of national income. The 1988 
ratio for Japan was 37 percent, but it is 
projected to increase to about 45 percent 
by 2010, assuming that income grows by 
4.0-5.5 percent per annum. The ratio of 
social security premiums alone to 
national income is expected to rise from 
11 to about 18 percent."^ These govern- 
ment projection"? are based on pension 
and medical care systems that have 
been revised recently in an attempt to 
alleviate some of the future financial bur- 



Figure 9. Social Expenditure* as a Percentage of Gross 
Domestic Product (GDP), United States, United Kingdom, 
Japan, France, and West Germany: 1980 and Projections to 
2000 and 2025 




United United Japan France West 

States Kingdom Germany 



'Social expenditures comprise governmeni funds spent on welfare. Iiealtli care unemployment benefits, pensions, 
and similar social programs 

Source Peter S Heller. HicMard Hemming. Peter W Kohnert, and ,i Staff Tsam from Ihie Fiscal Affairs Department. 
Aging and Social Expenditure »' tlie Ma\ot Industrial Countries. 1980 2025. Occasional Pafwr. No 47 (Wastiinglon. 
DC International Monetafy rund, 1986) 
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dens associatea with population aging, 
but further modifications may be 
necessary. 

Public Pensions 

The public pension scheme in Japan un- 
derwent a major revision in April 1986. 
Prior to that change, the majority of pen- 
sion beneficiaries in Japan were par- 
ticipants either in the Employee Pension 
Insurance (EPIj or the National Pension 
(NP) schemes.^ The EPI was founded in 
1941 and covered workers in firms with 
five or more employees. The NP scheme, 
established in 1959. covered self- 
employed workers and employees of 
smaller firms. The 1986 reform was de- 
signed to merge the two schemes, to 
gradually reduce benefits so the con- 
tribution rates in the 21 st century would 
be only three times the present rates, 
rather than four as projected, and to es- 
tablish the right of women to pension 
benefits on their own, not just as de- 
pendents of employees. 

Under the new scheme, everyone in 
Japan between the ages of 20 and 60 is a 
compulsory member of the NP scheme 
(persons ages 60-65 may choose to con- 
tribute to the system). Premiums in 1987 
were 7,400 yen or about US $60 per 
month, and the basic monthly pension 
under this scheme — for which the age of 
eligibility is 65 years— was around 
52,200 yen or US $420 for someone who 
had contributed to one of the two original 
schemes throughout his or her working 
life. Benefits will be adjusted according to 
the consumer price index in future years. 

As of 1989, employees under age 65 
do not pay directly into the NP scheme, 
but are Tquired to pay into the new EPI, 
which in turn makes an appropriate con- 
tribution to NP to cover the employee s 
basic pension The rest of the 12.4 per- 
cent (as of 1987) of male worker s regu- 
lar monthly salary that is collected as a 
premium (half from the employee and 
half from the employer) goes into a fund 
that will be used to pay an earnmgs- 
related pension, in aa>. .lion to the basic 
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Public pensions are an increasingly important source 
o( income (or retired Japanese elderly 



pension. The pensionable age is 60 for 
males, as it was under the old EPI, but 
the iy/linistry of Health and Welfare would 
like to raise the age to 65."'' It is esti- 
mated that the replacement rate of the 
combined basic and earnings-related 
pension will be 69 percent, rather than as 
high as 83 percent without the reform."^ 
Women under £^"1 are eligible for ben- 
efits at age 5b, and their contribution rate 
was only 11.5 percent in 1987. But male 
and female contribution rates are to be 
equalized around 199J and their ages of 
eligibility by 2000. There is also a com- 
plicated transition formula for benefits 
that will be used for the next 20 years, so 
that those between the ages of 40 and 80 
in 1986 who expected pensions under 
the old system can be eased into the new 
system and adjust their financial plan- 
ning Persons who were 60 or over in 
1986 will receive benefits calculated un- 
der the old system. 
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Either early or late receipt of pension 
benefits can be chosen with commensu- 
rate decreases or increases in average 
benefits. Under both the old and new sys- 
tems, there are earnings tests that re- 
duce earnings-related benefits 
substantially between the ages of 60 and 
65, but the test is eased after 65 Some 
analysts expect that the pension reform 
will increase the supply of older workers, 
especially those wishing to work on a 
part-time basis, because there is some 
evidence that pension eligibility affects 
the labor force activity of older workers.''^ 

Increased labor force participation of 
the elderly, or at least no further declines, 
would help hold down the ratio of ben- 
eficiaries to contributors and reduce the 
need for increased pension contribution 
rates. Based on the 1986 reform, the 
government projects that the premium 
rate under EPI will increase to 28.9 per- 
cent in 2025 from 12.4 percent in 1987. If 
the IVIini.stry of Health and Welfare suc- 
ceeds in raising the EPI pensionable age 
to 65, this ultimate rate will be reduced to 
23.9 percent.''" Of course, raising the 
age of eligibility may create greater chal- 
lenges for the Ministry of Labor to en- 
courage employers to provide more 
opportunities for older workers. 

Health Care and Homes 
for the Aged 

The law regarding health care for the el- 
derly has also been revised in an effort to 
curb rising government medical care ex- 
penditures. In Japan. 99 percent of the 
population has health insurance, most of 
them, once again, under one of two major 
systems — one for employees and their 
dependents (Health Insurance lor Em- 
ployees (HIE), covering 52 percent of the 
insured population ii; 1986) and one for 
self-employed people, retirees, and their 
dependents (National Health Insurance 
(NHIj, covering 38 percent).-'' 

Under HIE. part of which is adminis- 
tered by the government and part by 
large Individual firms or groups of firms, 
the employer and employee share the 
cost of premiums, which in recent years 



has been around 8 percent of the em- 
ployee's earnings (in 1 985, an average of 
US $1,830). Tfie insured person then 
pays 10 percent of the cost of medical 
care rec9ived, while dependents pay 20 
percent of in-patient costs and 30 per- 
cent of out-patient costs, (A Central 
Social Insurance Council determines 
standard medical care fees, although 
some firms may provide supplemental 
benefits, and supplemental private medi- 
cal insurance is growing in popularity.) 
Should the amount paid by the insured as 
copayment exceed approximately $430 
per month, the difference is reimbursed, 

Under NHI. which is administered by 
the government, the average premium 
payment in 1985 was approximately 
$325. Individuals are responsible for a 
copayment of 30 percent of costs for all 
care for both the insured and depend- 
ents. However, as with HIE, monthly 
copayments over $430 per month are 
reimbursed. 

Given the early retirement age limits in 
Japan, ,,iosf of the «)ldBrly are insured 
under NHI, which until 1968 required a 
copayment of 50 percent for dependents; 
if the spouse of an elderly person needed 
expensive medical care, the copayment 
would mount up. In 1973, the insurance 
system was revised to limit monthly co- 
payments and to provide free care for 
those ages 70 and over. Not surprisingly, 
the utilization of medical care by the el- 
derly increased dramatically after 1973, 
as did national health care costs. The 
increases were so great and the burden 
of elderly care on the NHI program so 
disproportionate that the health insur- 
ance system was revised again in 1983 
to require HIE to make contributions to 
NHI for the care of the elderly and to 
establish nominal fees to be paid by 
those ages 70 and over of about Co per 
month for outpatient care and about $3 
per day for hospitalization. The revision 
also consolidated and increased health 
screening programs for degenerative 
diseases for persons ages 40 and over to 
promote healthier aging . 

Nevertheless, medical care costs 
(through the health insurance system, 
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excluding private costs) have continued 
to grow faster than national income. The 
proportion of the total costs accounted 
for by the 70-and-over population sur- 
passed 30 percent in 1986, and the per 
capita medical costs for the elderly were 
over four times the averago/"^ Of special 
concern are the relatively long hospital 
stays of the elderly, stemming in part 
from the propensity of many Japanese 
physicians to prolong life at any cost. 

However, various analysts have also 
noted that in Japan, hospitals are to 
some extent used in lieu of homes for the 
aged.^^ The statistics on living arrange- 
ments of the elderly cited earlier confirm 
that a substantial proportion (2,6 percent 



of those 65 and over in the 1985 census) 
are in hospitals. This phenomenon, 
called "social hospitalization," avoids the 
stigma attached to institutionalization, 
which is often equated to the folkloric 
practice of obasuteyama or leaving grand- 
mother on the mountain to die. 

In the United States approximately 5 
percent of the elderly live in homes for the 
aged, in comparison to only 1 .6 percent of 
Japanese ages 65 and over. In Japan, 
three basic types of nonprofit homes for 
the aged are subsidized by the govern- 
ment. In 1986 these included: 942 homes 
accepting el.iorly who can more or less 
take care of themselves (containing 32 
percent of all beds in homes); 1,731 



Box 5. Innovative Programs for the Elderly 



National programs for the elderly are 
administered by local governments with 
subsidies from the national government, 
but local governments have also been 
developing their own programs. Talto, a 
ward of Tokyo, has established an Inno- 
vative system In which volunteers who 
help the elderly In their homes earn cou- 
pons that can be redeemed for similar 
aid In the future for themselves or for 
their relatives.^ The Tokyo Metropolitan 
Government Is developing a radio 
transmitter system for the elderly to use 
In case of emergency, but so far only 710 
out of 138,000 elderly who live alone In 
Tokyo are Included In the system.^ Per- 
haps most famous Is the program of Mu- 
sashlno City, a suburb of Tokyo, which 
provides care until death for the elderly 
who use their property as collateral for 
service costs.^ Upon their deaths, an ap- 
propriate share of the proceeds from the 
sale of their property goes to the 
program. 

One very controversial proposal has 
come from the national Ministry of Inter- 
national Trade and Industry— exporting 
the elderly. Known as the "Silver Colum- 
bia Plan," the Idea was Initially proposed 
In 1986 by a government official who had 
just returned from a posting In Spain, 
where he noted Japanese retirees' yen 



would buy a lot of services. Under the 
plan, the overseas silver towns were to 
be constructed by private companies and 
were to be ready for occupancy by el- 
derly Japanese In 1992, the SOOth anni- 
versary of Columbus' landing In America, 
Besides Spain, various Asian countries 
and Australia were mentioned as pos- 
sible destinations, but there was con- 
siderable public outcry In some of these 
countries against the Idea of enclave 
settlements and potential colonization by 
the Japanese. The ministry has now 
withdrawn the proposal, but Is con- 
sidering a new plan to ask foreign coun- 
tries to give extended tourist visas to 
Japanese ^nd to encourage Jdpanese 
companies to build leisure facilities 
abroad,"* 
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homes for the bedridden (with 60 percent 
of beds); and 286 homes with moderate 
fees for those with limited income (8 per- 
cent of all beds).^" The total number of 
homes increased by almost 50 percent be- 
tween 1980 and 1986. Nevertheless, there 
is still an excess demand for placement in 
homes, especially in urban areas. Also, it 
is not clear whether or not hospitalization 
would decrease if more space were avail- 
able in homes for the aged. 

The 1983 health insurance reform did 
attempt to promote more care for the el- 
derly outside hospitals through programs 
of health advice upon discharge from the 
hospital, home visits by nurses, physical 
therapy, and day care for the mentally 
impaired, but shortages of trained per- 
sonnel have seriously limited the actual 
provision of these public services. Pri- 
vate health services to the elderly in their 
homes have also been slow to expand, in 
part because of the resistance of some 
physicians, who have a vested interest in 
hospital-based services.^^ 

As was noted In the discussion of sen- 
ility in Box 2, page 12, the stresses on 
caretakers of the elderly at home can be 
considerable. In 1986, in recognition of 
these problems, the government an- 
nounced the goal of increasing the number 
of day care centers for he elderly from 500 
to 3.000 in the near futui ^ and to 10,000 in 
the long run. There has already been 
some progress in the provision of home 
helper services in Japan. Between 1970 
and 1987, the ratio of the number of home 
helpers to persons 65 and over improved, 
from 1 per 1.210 to 1 per 530. Further- 
more, both local and national governmen- 
tal agencies are trying to develop new 
ways of caring for the elderly (see Box 5). 

Nevertheless, the various levels of 
government will need to move quickly to 
cope with the rapid growth of the elderly 
population in need of health care or as- 
sistance in their daily lives. Naohiro 
O 1, an expert on the economics of 
o- 'nd health care in Japan, has pro- 
je .0 lhai the share of the 65 and over 
popu'ation in total medical expenditures 
under the two major systems will in- 



crease from 35 percent in 1986 to 43 
percent in 2000 and to 55 percent In 

2025.''^ 

Using a complex economic-demo- 
graphic model that allows for changes in 
the labor force participation of females, 
who are the usual caretakers of the frail 
elderly. Ogawa projects that the ratio of 
the number of elderly who are bedridden 
or who suffer from senile dementia to the 
number of women ages 45-54 who are not 
working will Increase from 0.4 in 1985 to 
0.6 in 2000 and to 1.2 In 2025. 

Economic 

Implications of Aging 

The implications of aging for economic 
growth can be understood by considering 
the influence of aging on the two basic 
inputs to economic output: labor and 
capital. 

Labor 

Without a doubt, the Japanese working- 
age population will be older in the future, 
and If labor force participation rates at 
each age remain constant, then the labor 
force will age. But rates are likely to 
change, especially for the elderly and for 
women. Rates for the elderly will be in- 
fluenced by health, pension availability, 
employment policy and opportunities, 
and preferences for leisure. If Japan fol- 
lows the path of other developed coun- 
tries, however, the labor force participa- 
tion of the elderly will continue to decline. 
On the other hand, it is widely expected 
that female labor force participation will 
continue to rise in Japan. Thus, the de- 
clining la' or force activity of older Japa- 
nese anf Increasing activity of women 
should help to offset the aging of the 
working-age population. 

Little is known about future labor force 
participation rates, but even less is 
known about the implications of aging for 
the quality of the labor force. As a result 
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of increasing educational attainment, 
each new cohort of workers enters the 
job market with more training than the 
previous one. Because of the aging 
process, the proportion of younger and 
presumably Detter-trained workers in the 
total labor force will decline in the future. 
Nevertheless, each new cohort of older 
workers will be better educated than the 
last, and the aggregate quality of the 
labor force should continue to improve 
over time. Also, given the importance of 
on-the-job training in the lifetime em- 
ployment system, the older workers 
within that system embody significant 
amounts of company-specific human 
capital. 

Although older workers everywhere 
are thought to have a slower reaction 
than younger workers, they may com- 
pensate for that Vv3akness with better 
judgment. One 1978 study of 600 firms in 
the machine industry in Japan found that 
workers ages 60 and over generally 
could perform all of their duties satisfac- 
torily, and supported the view that differ- 
ences within age groups in capacity may 
be greater than differences between age 
groups." Moreover, the older worker of 
today is considerably stronger and 
healthier than the older worker of the 
past. The challenge for employers is to 
tailor jobs and promotion hierarchies in 
Such a way as to take advantage of the 
older worker's strengths while at the 
same time allowing advancement oppor- 
tunities for younger workers. 

Japan could also attempt to meet fu- 
ture labor force needs through increasing 
either the birth rate or the immigration 
rate. As discussed in the section on fertil- 
ity, however, higher birth rates seem un- 
likely. Ten years ago, increases in 
immigration seemed equally unlikely, 
given the homogeneous and somewhat 
xenophobic nature of Japanese society. 

Nevertheless, the number of foreign 
workers in Japan is increasing. The 
number of legal foreign workers was 
54,736 in 1986, up from 42,806 in 1984, 
but over 82 percent of them were enter- 
tainers and athletes. Only 12 percent 



were employed in trade, business, or in- 
vestment in 1986, down fiom 16 percent 
in 1984.'-'« 

Surveys indicate a growing accep- 
tance of skilled foreign workers, but they * 
remain occupationally segregated. Jap- 
anese are generally quite reluctant to al- 
low unskilled workers into the country 
without strict limits on their stay and 
activities. 

In 1987, 11.000 illegal workers were 
apprehended— the typical apprehended 
illegal alien was a Filipino woman work- 
ing as a so-called entertainer. However, 
estimates of the total illegal work force 
ranged as high as 60.000.^^ As a result, 
efforts are being made to tighten visa re- 
quirements and inspection by airlines 
and immigration authorities. 

A more likely source of labor will be 
through the increased use of robots. Al- 
though Japan still lags behind Sweden in 
the ratio of robots to industrial workers — 
10.7 versus 17.0 per 10,000— it is ahead 
of the rest of the world, including the 
United States, where the ratio was 2.3 
robots per 1 0,000 workers in 1 985 ®° 



Savings and Investment 

Although economists may debate the 
best way to measure savings and 
whether or not Japanese statistics are 
comparable to those of other countries, 
by any measure, the Japanese savings 
rate is higher than those of most other 
devploped countries, though it has been 
declining steadily since the early- to mid- 
1970s. The explanations suggested for 
Japan's relatively high rate include lim- 
ited public pensions, the high costs of 
education and housing, the biannual 
bonuses, tax incentives, rapid economic 
growth, and culture, but no consensus 
has emerged. 

Given the lack of consensus about why 
Japan has such a high savings rate, it is 
even more difficult to predict how popula- 
tion aging will affect it. although the 1985 
Economic White Paper forecast that the 
savings rate will be cut in half in the next 
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century. According to lile-cycle saving 
theory, workers save while they are 
young, but then in retirement they dis- 
save, i.e., they live off their savmgs or 
draw them down. Studies of the elderly m 
Japan, however, reveal that they do not 
necessarily follow this pattem.'"' Analy- 
sis of their economic behavior is once 
again complicated by the fact thai they 
frequently live with the younger genera- 
tion. But even controlling for co- 
residence of parents and children, there 
is some indication that the .jlderly con- 
tinue to save in retirement. One possi- 
bility is that they want to make bequests 
to their children, but another is that they 
are uneasy about the future: how long 
and under what conditions they will 
survive. 

However, if retirement life is shortened 
by increased labor force participation of 
older Japanese, then the savings rate 
may decline. Increased taxes and con- 
tributions to the public pension system 
may also reduce savings among Japa- 
nese of all ages through decreasing dis- 
posable income or through lessening the 
motivation to save for retirement. 

There is also debate about the im- 
plications of aging for Japan's balance of 
payments, particularly through overseas 
investment. The 1985 Economic Wb 'e 
Paper argued that Japan's capital ex- 
ports will fall as a result of the decline in 
savings. But no matter what happens to 
overall savings, many economists expect 
that an increasing proportion of capital 
accumulated will be sent abroad. The 
relative returns to capital invested in 
Japan will decline, as the capital-looor 
ratio increases in response to the effects 
of aging on the supply of labor, so in- 
vestments in countries with cheaper, 
more plentiful labor will be attractive. 

Of course, overseas production i;., al- 
ready important to Japan. Part of its cur- 
rent direct foreign mvostment is in 
response to the need for cheaper 'abor. 
but it IS also an attempt to circumvent 
trade barriers and to locate production 
closer to markets. Jripanese investment 
in the United States takes both forms. 



With the strength of the yen, even Ameri- 
can wages look relatively low. The result 
is that exports are reduced, assuming 
that not too many component parts and 
not too much production equipment are 
shipped overseas from Japan for fabri- 
cation, and imports are increased to the 
extent that some of the finished products 
made overseas are imported to Japan. 
Thus, the trade surplus is reduced, and 
capital outflows further reduce the overall 
balance of payments. 

Increased production overseas has its 
own implications for labor in Japan— less 
is needed. Although at the macro level 
this result helps alleviate labor shortages 
that might be a consequence of popula- 
tion aging in the long run, in the short run 
jobs a;e lost, economic restructuring 
must take place, and unemployment may 
increase. The Ministry of International 
Trade and lndustr\ has predicted a loss 
of 800,000 employment opportunities be- 
tween 1986 and ,?000, assuming that di- 
rect foreign inve.'jtment grows 14 percent 
per year, a modest assumption in view of 
recent history. Employment adjustment 
measures, primarily restrictions of over- 
time work and increased transfers, thus 
far have been greatest in the manu- 
facturing sector, especially in machinery- 
related firms and less so in consumer 
goods-related firms. 

Economic-demographic models that 
account for many of the above factors 
gpiierally support one basic conclusion: 
With slower growth of the labor force and 
capital accumulation and a restructuring 
of the economy towards the less produc- 
tive service sector, the growth rate of the 
economy will slow, but by how much de- 
pends on a variety of assumptions.^^ 
Nevertheless, one should never under- 
estimate the strength and flexibility of the 
Japanese economy, as exemplified by its 
remarkable response to the high value of 
the yen and pressures to reduce exports 
in the late- 1980s. 

Since mid-1987 Japan's economic 
growth has been more and more based 
on increased domestic demand for high 
value-added products. Who knows what 
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the advent of increased leisure and richer 
elderly will mean for the development of 
a "silver" market? If Japan continues to 
succeed in restructuring its economy, 
then its economic growth may stimulate 
continued capital accumulation and pro- 
vide greater resources to help pay the 
costs of its aging population. A growing 
economy can cure a variety of ills. 

The Elderly and 
Japan's Future 

Evaluating ttie Present 

The situation of the elderly in Japan was 
compared to the glass of water that is 
either half full or half empty. For the 
Western elderly looking at tne Japanese 
situation, the glass may look half full, 
given the longer life expectancy, the 
higher incidence of living with children, 
and, at least tor Americans, the more ge- 
nerous medical insurance program for 
Japanese elderly. Although opinion sur- 
veys indicate that most Western elderly 
prefer intimacy at a distance, one never 
knows for sure whether or not such re- 
sponses are simply rationalizations after 
the fact. Westerners, however, may be 
surprised to learn that many Japanese 
workers are forced to retire at a relatively 
young age, some experience lengthy 
periods of unemployment, and even 
though a smaller proportion live in nurs- 
ing homes, an extended stay in the hos- 
pital may be the alternative. 

Individual elderly Japanese, however, 
may not care very much about interna- 
tional comparisons. They may be more 
concerned about how the lives of the el- 
derly have changed over time in Japan, 
and how their current situation compares 
to their expectations of old age, On the 
minus side, fewer Japanese, who do in- 
deed prefer living with their adult off- 
spring, do so than in the past f^oreover 
in a modernized, industrial society, it i 
difficult for the elderly to continue wo'k- 
ing, given institutional constraints. On the 




For better or worse, the lives of Japanese elderly will 
continue to change. 



plus side, however, is a longer life and 
much improved pension and medical in- 
surance schemes (although elderly 20 
years from now will have lower pension 
benefits as a result of the 1986 reform), 
Also today's elderly are better educated 
and richer than yesterday's, improve- 
ments that should continue well into the 
future. 

Social scientists may argue about 
whether the elderly have lost status or 
respect or whether they are less inte- 
grated into society than in the past. 
These debates are hard to settle, Let it 
simply be said that things have changed— 
for better or worse— and that they are 
likely to continue to change. Adaptation 
may be particularly difficult for the current 
generation of elderly, a transitional cohort 
that has witnessed tremendous demo- 
graphic, social, and economic change in 
their lifetimes, and ac("ordingly, may feel 
greater uncertainty. Perhaps ihe next co- 
hort will be bet'er prepared for the realities 
of old age. 

Future Effects of Aging 

The particularly rapid pice of aging in 
Japan and the associated potential diffi- 
culties have cap'ured the attention of pol- 
icymakers and officials to an extent 
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unequaled in the United States. A noted 
government report, Japan in the Year 
2000, highlighted population aging along 
with internationalization and the matu- 
ration of the economy as the three great- 
est challenges facing Japan in the 21st 
century. The prime ministers of Japan 
have regularly referred to aging as they 
have set the policy agenda. Former 
Prime Minister Noboru Tal<eshita par- 
ticularly noted the need for further review 
of the national health insurance system 
and pension schemes and for improved 
nursing homes for the aged, given popu- 
lation aging. He also used aging as a 
rationale for his party's recently enacted 
tax reform, which lowered income taxes, 
but instituted a consumption tax, thus 
shifting more of the costs of government 
programs to the elderly. 

Of particular concern to policymakers 
is the perception that the government in- 
creasingly is being expected to play a 
larger role in the care of the elderly, while 
the individual elderly person and families 
play smaller roles. The pension, medical 
insurance, and tax reforms have all been 
designed to shift the balance somewhat 
away from the government. Furthermore, 
the 1987 White Paper on Health and 
Welfare emphasized the importance of 
home care of the elderly and stressed the 
importance of family members as care- 
givers. 

Increasing the role of the family in 
Japan, however, generally means in- 
creasing the burden on middle-aged 
women. At the same time that the gov- 
ernment would lil<e them to take greater 
care of the elderly, women are being re- 
lied on increasingly in the labor force, 
especially as part-time workers. In the 
simplest terms, the choice would seem to 
be that either they can stay home, reduce 
the need for public services, and let the 
economy grow more slowly, or they can 
go to work and increase the need for ser- 
vices, but boost the economic growth 
rate and pay a greater share of taxes and 
public pension premiums. Which would 
be more fulfilling to the individual woman 
is open to debate. 



In any case, many of the best analysts 
are pessimistic about to what extent re- 
sponsibility can be shifted from the gov- 
ernment to families. Besides increased 
female labor force participation, there is 
less co-residence of elderly and adult 
children, and the stresses on family care 
can be great. As Daisaku Maeda states. 
"The term family care' has a beautiful 
and noble connotation, but, in many 
cases, it is accompanied by the painful 
sacrifice of the caretakers, and the qual- 
ity of care is frequently poor."®'' Japan, 
given population aging, may find it nec- 
essary to develop programs to aid its citi- 
zens on the basis of need, as may the 
United States, rather than defining eligi- 
bility solely on the basis of age.®^ Age- 
based programs may not be financially 
sustainable in the long run. yet the needs 
of the elderly and their families for assis- 
tance should be recognized. 

Lessons for Other 
Countries 

What can oe learned by othei countries 
from Japan's experience with aging? 
Asian countries are particularly eager to 
see if there is a model for aging that dif- 
fers from that of the West, which is per- 
ceived to have abandoned its elderly.®^ 
Are the adoption of Western values of 
individualism and materialism and the 
loss of familism concomitant with eco- 
nomic development and the completion 
of the demographic transition? The an- 
swer for Japan, as discussed above, 
would appear to be mixed. Things have 
changed, but the Japanese case is still 
significantly different from that of other 
developed countries. 

Developed countries share many of 
J-'pan's concerns, most obviously those 
about the increasing costs of public pen- 
sions and health care. However, the im- 
portance of synchronizing retirement 
ages and ages of eligibility for pensions 
and understanding the implications of dif- 
ferences in them as incentiv as to work or 
not work is also universal. The trend 
toward earlier retirement is being wel- 
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corned in some European countries as a 
mea.is of alleviating unemployment 
problems, but such changes may be 
counterproductive in the long run. once 
economies are restructured. 

Although Japan, with its low retirement 
age limits and high unemployment of 
older workers, cannot be viewed as a 
model, at least it is making progress in 
raising retirement and eligibility ages and 
at the same time providing incentives to 
employers to hire older workers. Elderly 
Japanese with their apparently strong 
work ethic have been willing to make 
sacrifices to continue working, 't is not 
clear with the greater love of leisure in 
the West, whether or not older workers 
would be willing to do the same, but in- 



centives could be provided. 

Given the inexorable progress of popu- 
lation aging, it would seem that revisions 
of definitions, attitudes, and expectations 
with regard to old age are necessary not 
only in Japan, but everywhere, among 
people ol all ages. We are all facing a 
new era in human history that represents 
the success of efforts to allow people to 
control their fertility and to live longer. 
Japan, as a result of its rapid demo- 
graphic transition, is facing the challenge 
of accommodating this new demographic 
reality earlier and with greater urgency. 
Nevertheless, given its resiliency and 
ability to adapt, the graying of its popula- 
tion need not spell decline, i i 
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Discussion Points 

1. Outline Japan's demographic expenence in the 20th century. Compare it to the demographic 
experiences o( other developed countries. 

2. Compare Japan's current and projected population age and sex structure to those of other devel- 
oped countries. How will they change between now and 2025? How does the make-up o( the 
elderly population affect public policy? 

3. How have changes in mortality patterns in Japan affected the demand for health services? 

4. How have the interaction of Japan's fertility and mortality resulted in Ihe current population struc- 
ture? What are the prospects for the future? 

5. Compare and contrast the lives of Japanese and American elderly in terms of residence, labor 
force participation, health, economic well-being, and leisure time. 

6. There is a growing concern about care for the elderly in Japan. Debate the benefits and drawbacks 
of increased government care versus continued family support from both the government and 
individual viewpoints. 

7. Describe the measures being taken by the government to ensure an adequate labor supply. 
Evaluate their progress. 

8. Describe the elderly's income sources (e.g. pension, wages, etc.) Compare these to income 
sources of America's elderly. 

9. There have been questions raised concerning the U.S. Social Security System's ability to support 
the elderly in the 21st century. What is the outlook for Japan's public pension and medical care 
systems? How will these changes affect the working-age population? 

10. What are Ihe benefits and drawbacks to using Japan as a model for aging in othui developed and 
developing countries? 
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